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specific amount should be amortised periodically; that the rate of interest should be lowered to a more reasonable figure, and that the reduction of the principal should begin after an interval of several years.
The Debt Funding Commission stood firmly by the terms of its reference. Mr. Baldwin pointed out that the rate of interest then current in the United States was well below the 4J% which they asked1. On January iath the Commission offered to recommend Congress to accept repayment with 34% interest for 61 years, Mr. Baldwin said the only offer he could make was 2|% interest for 50 years, and telegraphed for Cabinet authority to accept 3% interest. Mr. Bonar Law replied that he thought that 2j% was the limit, but that he would recommend 3% to the Cabinet if the arrears were wiped off. Mr. Baldwin tried to get 3%, but could only do so for 10 years with 3J% for the following 52 years2.
The final terms Mr- Baldwin accepted were to extinguish the debt in 62 years; 3% was to be paid from June 13, 1923 to December 13, 1932, and then 34% until repayment in 1984, There had been no question as to whether we should pay the whole. On the two main points at issue Mr. Baldwin succeeded in getting the terms laid down by Congress, of a 25 year limit with not less than 4% interest very considerably modified. "The original terms of Con-gress/* said Mr. Baldwin, "with sinking fund really represented about 6%." The average rate of interest to be paid under the Settlement was 3.4% and the interest already accrued between 1919 and 1923 was to be calculated at 4i% instead of the original 5%.
The terms were heavier than many people in England had been led to expect. It is said that Chief Justice Taft and Mr. Ambassador Harvey had over the luncheon table at 10 Downing Street made an offer to settle at 2%, However,
1 cf. Letter C. P. Duff, May 23rd, 1929.
2 cf *  Lloyd George criticism of Mr.  Baldwin's   settlement,  Op.  cit. p. 118.